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Introduction

This publication is for employers of
agricultural workers (farmworkers). It
contains information you may need to
comply with the laws for agricultural labor
(farmwork) relating to social security and
Medicare taxes, Federal unemployment
(FUTA) tax, and withheld income tax.

1. Calendar

The following are important dates. Also see
Pub. 509, Tax Calendars for 1994.

Note: For any due date, you will meet the
“file” or “furnish” requirement if the form is
properly addressed, mailed, and
postmarked on or before the due date. If
any date shown falls on a Saturday,
Sunday, or legal holiday, use the next
business day.

By January 31.—File Form 943,
Employer’s Annual Tax Return for
Agricultural Employees, with the Internal
Revenue Service and pay or deposit the
taxes reported on it. (See section 11.)
Furnish each employee a completed Form
W-2. (See section 15.) Also file Form 940
or Form 940-EZ, Employer’s Annual
Federal Unemployment (FUTA) Tax Return.
(See section 17.) But if you deposited all
the FUTA tax when due, you may file Form
940 or 940-EZ on or before February 10.

By February 15.—Ask for a new Form
W-4, Employee’s Withholding Allowance
Certificate, from each employee who
claimed total exemption from withholding
during the prior year.

On February 16.—Begin withholding for
each employee who previously claimed
exemption from withholding but has not
given you a new Form W-4 for the current
year. If the employee does not give you a
new Form W-4, withhold tax as if he or she
is single, with zero withholding allowances.
The Form W-4 previously given you
claiming exemption is now expired. (See
section 7.)

By the Last Day of February.—Send
Copy A of all Forms W-2 with Form W-3,
Transmittal of Income and Tax Statements,
or your magnetic media wage report to the
Social Security Administration Data
Operations Center serving your state. (See
sections 15 and 16.)

Note: If you have employees in American
Samoa, Guam, the Commonwealth of the
Northern Mariana Islands, the Virgin
Islands, or Puerto Rico who are subject to
local income tax and U.S. social security
tax, you must file the appropriate wage and
tax statements and transmittals for those
employees (Forms W-2AS, W-2GU,
W-2CM, or W-2VI with Form W-3SS, and
Form 499R-2/W-2PR with Form W-3PR).
These forms are available at local tax
departments in each jurisdiction.

Before December 1.—Ask for a new Form
W-4 from each employee whose
withholding allowances will change for the
next year.

On December 31.—Form W-5, Earned
Income Credit Advance Payment
Certificate, expires. Employees who want
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to continue receiving advance payments of
the earned income credit for the next year
must give you a new Form W-5.

2. Reminders

Tax Law Changes for 1994.—Please note
the following changes for the 1994 tax
year.

® Medicare Wage Base Limit Eliminated.
Effective January 1, 1994, the wage base
limit for Medicare tax has been eliminated.
All taxable wages are subject to Medicare
tax in 1994.

Change of Address.—To notify the IRS
that you changed your business mailing
address or business location, send Form
8822, Change of Address, to the IRS.

Unresolved Problems.—If you have a tax
problem you have been unable to resolve
with the IRS, write to your IRS District
Director or call the toll-free telephone
number for your area and ask for Problem
Resolution assistance. A Problem
Resolution employee will take responsibility
for your problem and ensure that it
receives proper attention. Although this
office cannot change the tax law or
technical decisions, it can frequently clear
up problems that resulted from previous
contacts.

Hearing-impaired taxpayers with access
to TDD equipment may call
1-800-829-4059 for Problem Resolution
assistance.

When You Hire a New Employee.—Ask
each new employee to complete the 1994
Form W-4. Also, ask the employee to show
you his or her social security card so you
can record the employee’s name and
social security number accurately. If the
employee has lost the card or recently
changed names, have the employee apply
for a new card. If the employee does not
have a card, have the employee apply for
one on Form SS-5, Application for a Social
Security Card. (See section 10.)

Eligibility for Employment.—You must
verify that each new employee is legally
eligible to work in the United States. This
will include completing the Immigration and
Naturalization Service (INS) Form 1-9,
Employment Eligibility Verification Form.
The form can be obtained from INS offices.
Contact the INS for further information
concerning your responsibilities.

When You Become Aware of a Change
in an Employee’s Name.—Continue to
report the employee’s wages under the old
name until he or she shows you an
updated social security card with the new
name on it.

When a Crew Leader Furnishes Workers
to You.—Record the crew leader’s name,
address, and employer identification
number. (See sections 4 and 18.)

3. Information Returns

You must file Forms W-2 for employees
you paid $150 or more in cash wages for
the year and for employees you paid less
than $150 in some instances. See section
6. You also may have to file information
returns to report certain types of payments
made during the year. For example, you
must file Form 1099-MISC, Miscellaneous
Income, to report payments of $600 or
more to persons not treated as employees
(e.g., independent contractors) for services
performed for your trade or business. For
details about Forms 1099 and for
information about required magnetic media
filing, see the separate Instructions for
Forms 1099, 1098, 5498, and W-2G. Do
not use the Forms 1099 to report wages
and other compensation you paid to
employees; report these on Form W-2. See
the separate Instructions for Form W-2
for details.

Information Reporting Call Site.—The
IRS operates a centralized call site to
answer questions about reporting on
Forms W-2, W-3, 1099, and other
information returns. If you have questions
related to reporting on information returns,
you may call (304) 263-8700 (not a toll-free
number).

Information Return Penalties

A penalty may be imposed if you fail to file
(on paper or on magnetic media) an
information return (including Forms W-2
and 1099) or you file with incorrect
information.

The amount of the penalty is based on
when the correct information returns are
filed. The penalty is:

e $15 for each information return if you
correctly file within 30 days after the due
date (by March 30 if the due date is
February 28) with a maximum penalty of
$75,000 per year ($25,000 for small
businesses, defined below).

® $30 for each information return if you
correctly file more than 30 days after the
due date but by August 1, with a maximum
penalty of $150,000 per year ($50,000 for
small businesses).

® $50 for each information return if you
correctly file after August 1 or you do not
file at all, with a maximum penalty of
$250,000 per year ($100,000 for small
businesses).

® At least $100 for each information return
if your failure is due to intentional disregard
of the filing requirements with no maximum
penalty.

Exceptions to the Penalty.—In general,
the penalty will not apply to any failure that
was due to reasonable cause and not to
willful neglect.

In addition, the penalty will not apply to
a de minimis number of failures. These
failures are information returns that were
filed but with incomplete or incorrect
information and were corrected by August
1. The penalty will not apply to the greater
of 10 information returns or %2 of 1% of the



total number of information returns you
were required to file for the year.

Definition of Small Business.—A small
business is a firm with average annual
gross receipts of $5 million or less for the
3 most recent tax years.

Failure to Provide Payee Statement or
Providing Incorrect Payee Statement.—A
penalty may be imposed if you either fail to
furnish a payee statement by the due date
or fail to include all correct information on
a payee statement. This provision also
applies to Form W-2. The penalty is $50
for each failure. The maximum penalty for
such failures is $100,000 per year.

4. Who Are Employers of
Farmworkers?

In general, you are an employer of
farmworkers if your employees:

® Raise or harvest agricultural or
horticultural products on a farm;

® Care for your farm and equipment, when
most of the care is done on a farm;

® Handle, process, or package any
agricultural or horticultural commodity if
you produced over half of the commodity;

® Do work related to cotton ginning,
turpentine, or gum resin products; or

® Do housework in your private home if it
is on a farm that is operated for profit.

Caution: Household labor may not be a
deductible farm expense. See Pub. 225,
Farmer’s Tax Guide.

Crew Leaders

You are an employer of farmworkers if you
are a crew leader. A crew leader is a
person who furnishes and pays (either on
his or her own behalf or on behalf of the
farm operator) workers to do farmwork for
the farm operator. If there is no written
agreement between you and the farm
operator stating that you are his or her
employee and if you pay the workers
(either for yourself or for the farm operator),
then you are a crew leader.

5. Wages Subject to Social
Security and Medicare
Taxes, and Income Tax
Withholding

Only cash wages you pay to employees for
farmwork are subject to social security and
Medicare taxes, and income tax
withholding. Cash wages include checks,
money orders, etc. Do not count the value
of food, lodging, and other noncash items.

Note: Taxable noncash fringe benefits are
included on the Form W-2 as other
compensation to the farmworker. See
Circular E for information on fringe
benefits.

The maximum amount of cash wages
subject to social security tax is $60,600.
There is no maximum amount of cash
wages subject to Medicare and income tax
withholding.

The taxes do not apply to cash wages
for housework in your private home if it
was done by your spouse, or your son or
daughter under age 21. Nor do the taxes
apply to housework done by your mother
or father unless:

® You have a son or daughter who is
under age 18 or has a physical or mental
condition that requires care by an adult for
at least 4 continuous weeks in a calendar
quarter (a calendar quarter is a 3-month
period ending March 31, June 30,
September 30, or December 31) and who
lives in your home; and

® You are a widow or widower, or
divorced and not remarried, or have a
spouse in the home who, because of a
physical or mental condition, cannot care
for your son or daughter for at least 4
continuous weeks in the quarter.

The taxes also do not apply to wages
paid to share farmers or to alien workers
admitted under section 101(a)(15)(H)(ii)(a) of
the Immigration and Nationality Act on a
temporary basis to perform agricultural
labor (H-2(A) workers).

In reporting taxable wages on Form 943,
show the full amount before tax was
deducted. For example, if an employee’s
cash wages were $200 and you deducted
$15.30 as employee tax in 1993 ($12.40 of
social security tax and $2.90 of Medicare
tax), you would include $200 cash wages
on line 2 and $200 cash wages on line 4,
Form 943.

Social Security and Medicare for
Farmworkers.—Most persons employed
or self-employed in farmwork are covered
by social security and Medicare. When
they reach age 65 or when they become
disabled at any age, workers and their
dependents may be eligible for monthly
benefits (reduced benefits are payable as
early as age 62). If a worker dies, the
worker’s family may be eligible for
survivors insurance benefits. In addition to
cash benefits, health insurance benefits are
available for some workers whether or not
they are retired. The Social Security
Administration (SSA) makes these
payments. For more information about
these benefits, please contact any SSA
office.

6. How To Determine if
Social Security and
Medicare Taxes Are Due and
if the Wages Are Subject to
Income Tax Withholding—
The $150 a Worker Test or
the $2,500 a Year Test

Social security tax, Medicare tax, and
income tax withholding apply to all cash
wages you paid during the year to an

employee for farmwork if either of the two
tests below is met:

® You pay cash wages to an employee of
$150 or more in a year (count all cash
wages paid on a time, piecework, or other
basis) for farmwork. The $150 test applies
separately to each farmworker you employ.

If you employ a family of workers, each
member is treated separately. Do not
count wages paid by other employers.

® You pay $2,500 or more during the year
to all your employees for agricultural labor.
Exception: Wages you pay to a
farmworker who receives less than $150 in
annual cash wages are not subject to
social security taxes, Medicare taxes, nor
income tax withholding, even if you pay
$2,500 or more in that year to all your
farmworkers, if the farmworker:

1. Is employed in agriculture as a hand
harvest laborer,

2. Is paid piece rates in an operation
that is usually paid on a piece-rate basis in
the region of employment,

3. Commutes daily from his or her home
to the farm, and

4. Had been employed in agriculture less
than 13 weeks in the preceding calendar
year.

The amounts you pay to these seasonal
farmworkers, however, count toward the
$2,500-or-more test for determining the
social security and Medicare coverage of
other farmworkers.

Social security and Medicare taxes apply
to most payments of sick pay, including
payments made by third parties such as
insurance companies. For details, get Pub.
952, Sick Pay Reporting.

7. Withholding From
Employees

Form W-4.—To know how much income
tax to withhold from employees’ wages,
you should have a Form W-4 on file for
each employee. Ask all new employees to
give you a signed Form W-4 when they
start work. Make the form effective with
the first wage payment. If a new employee
does not give you a completed Form W-4,
withhold tax as if he or she is single, with
no withholding allowances. A Form W-4
remains in effect until the employee gives
you a new one. If an employee gives you a
Form W-4 that replaces an existing Form
W-4, begin withholding no later than the
start of the first payroll period ending on or
after the 30th day from the date you
received the replacement Form W-4. For
exceptions, see the discussion on page 4
on invalid Forms W-4, Forms W-4 that
must be sent to the IRS, and exemption
from income tax withholding.

Note: A Form W-4 that makes a change for
the next calendar year will not take effect
in the current calendar year.

Pub. 505, Tax Withholding and
Estimated Tax, contains detailed
instructions for completing Form W-4.
Along with Form W-4, you may wish to
order Pub. 505 and Pub. 919, Is My
Withholding Correct for 19947?, for your
employees.

Withholding.—To determine income tax
withholding, consider the following:

a. Wages paid.
b. Marital status.—The withholding
tables are different for single and for
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married employees. On Form W-4, a
married employee may choose to have
withholding at the higher single rate. A
nonresident alien, or a person married to
one, is considered single for withholding
tax purposes.

An employee whose spouse has died
during the year can show status as
Married for the year on Form W-4. An
employee whose spouse died in either of
the two preceding tax years can claim
Married status if:

1. The employee’s home is maintained
as the main household of a child or
stepchild for whom the employee can
claim an exemption; and

2. The employee could file a joint return
with the decedent in the year of the
spouse’s death.

An employee who qualifies as a “head of
household” is considered single for
withholding purposes.

c. Withholding allowances.—The
number of withholding allowances claimed
on the Form W-4 may be different from the
number of exemptions claimed on the
employee’s tax return. The process of
determining the correct number of
withholding allowances begins with the
number of personal exemptions the
employee expects to claim on his or her
tax return. This number is then increased
or decreased based on the employee’s
financial situation, as outlined on the Form
W-4 worksheets.

Employees may claim fewer withholding
allowances than they are entitled to claim.
They may wish to claim fewer allowances
to generate a larger tax refund or to offset
other sources of taxable income that are
not subject to adequate withholding.

d. Exemption from income tax
withholding for eligible persons.—An
employee may claim to be exempt from
income tax withholding because he or she
had no income tax liability last year and
expects none this year. However, the
wages may still be subject to social
security and Medicare taxes.

An employee must file a Form W-4 each
year by February 15 to claim exemption
from withholding. Employers should begin
withholding for each employee who
previously claimed exemption from
withholding but who has not submitted a
new Form W-4 for the current year.
Withhold tax as if the employee is single
with zero withholding allowances.

An employee cannot claim exemption
from withholding if (1) his or her income
exceeds $600 and includes unearned
income (e.g., interest and dividends), and
(2) another person can claim the employee
as a dependent on their tax return.

Caution: Students are subject to
withholding the same as any other
employee. They are not exempt because of
“student” status.

Withholding on Nonresident Aliens.—
Employers should remind nonresident
aliens when completing Form W-4 that to
avoid underwithholding of income taxes
they should (1) not claim exemption from
income tax withholding; (2) request
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withholding as if they are single, regardless
of their actual marital status; and (3) claim
only one allowance. However, if the
nonresident alien is a resident of Canada,
Mexico, Japan, or Korea, he or she may
claim one allowance for each dependent.
For more information, get Pub. 515,
Withholding of Tax on Nonresident Aliens
and Foreign Corporations.

Sending Certain Forms W-4 to the IRS.—
You must send to the IRS copies of certain
Forms W-4 received during the quarter
from employees still employed by you at
the end of the quarter. Send copies when
the employee (1) claims more than 10
withholding allowances or (2) claims
exemption from withholding and his or her
wages would normally be $200 or more
per week. You are not required to send
any other Forms W-4 unless the IRS
notifies you in writing to do so.

Send in each quarter copies of any
Forms W-4 that meet either of the above
conditions. Complete boxes 8 and 10 on
any Forms W-4 you send in. You may use
box 9 to identify the office responsible for
processing the employee’s payroll
information. Also send copies of any
written statements from employees in
support of the claims made on Forms W-4.
Do this even if the Forms W-4 are not in
effect at the end of the quarter. You can
send them to your Internal Revenue
Service Center more often if you like.
Include a cover letter giving your name,
address, employer identification number,
and the number of forms included. In
certain cases, the IRS may notify you in
writing that you must submit specified
Forms W-4 more frequently to your district
director.

Base withholding on the Forms W-4 that
you send in unless the IRS notifies you in
writing that you should do otherwise. If the
IRS notifies you about a particular
employee, base withholding on the number
of withholding allowances shown in the
IRS notice. You will get a copy of the
notice to give to the employee. Also, the
employee will get a similar notice directly
from the IRS. If the employee later gives
you a new Form W-4, follow it only if (1)
exempt status is not claimed or (2) the
number of withholding allowances is equal
to or fewer than the number in the IRS
notice. Otherwise, disregard it and do not
submit it to the IRS. Continue to follow the
IRS notice. If the employee prepares a new
Form W-4 explaining any difference with
the IRS notice, he or she may either
submit it to the IRS or to you. If submitted
to you, send the Form W-4 and
explanation to the IRS office shown in the
notice. Continue to withhold based on the
notice until the IRS tells you to follow the
new Form W-4.

Filing Form W-4 on Magnetic Media.—
Form W-4 information may be filed with
the IRS on magnetic media. If you wish to
file on magnetic media, you must submit
Form 4419, Application for Filing
Information Returns Magnetically/
Electronically, to request authorization. Get
Pub. 1245, Specifications for Filing Form
W-4, Employee’s Withholding Allowance
Certificate, on Magnetic Tape, and 5Ys-

and 3%2-Inch Magnetic Diskettes. To get
additional information about magnetic
media filing, call the IRS Martinsburg
Computing Center at (304) 263-8700.

Note: Any Forms W-4 with employee
supporting statements that you must
submit to the IRS must be submitted on
paper. They cannot be submitted on
magnetic media.

Invalid Forms W-4.—Any unauthorized
change or addition to Form W-4 makes it
invalid. This includes taking out any
language by which the employee certifies
that the form is correct. A Form W-4 is
also invalid if, by the date an employee
gives it to you, he or she indicates in any
way that it is false.

When you get an invalid Form W-4, do
not use it to figure withholding. Tell the
employee it is invalid and ask for another
one. If the employee does not give you a
valid one, withhold taxes as if the
employee were single and claiming no
withholding allowances. However, if you
have an earlier Form W-4 for this worker
that is valid, withhold as you did before.

Amounts Exempt From Levy on Wages,
Salary, and Other Income.—If you receive
a Notice of Levy on Wages, Salary, and
Other Income (Form 668W or 668W(c)),
you must withhold amounts as described
in the instructions for these forms. Pub.
1494, Table for Figuring Amount Exempt
from Levy on Wages, Salary, and Other
Income (Forms 668W and 668W(c)), shows
the exempt amount. If a levy issued in a
prior year is still in effect, use the current
year Pub. 1494 to compute the exempt
amount.

8. Figuring Withholding

There are several ways to figure income
tax withholding:

® Percentage method (see pages 16-17).
® Wage bracket tables (see pages 18-37).

Also see page 14 for directions on how
to use the tables for employees claiming
more than 10 allowances.

® Alternative formula tables for percentage
withholding (get Pub. 493, Alternative Tax
Withholding Methods and Tables).

® Wage bracket percentage method
withholding tables (see Pub. 493).

Employers with automated payroll
systems will find the two alternative
formula tables and the two alternative
wage bracket percentage method tables
useful.

® Combined income, employee social
security, and employee Medicare tax table
(see Pub. 493).

® Annualized wages method (see Pub.
493).

® Average estimated wages method (see
Pub. 493).

® Cumulative wages and part-year
employment methods (see Pub. 493).
These may be used if your employee
requests that you use them, and you agree
to this.

® Other alternative methods (see page 14).



If an employee wants additional tax
withheld, have the employee show the
extra amount on Form W-4.

Social Security and Medicare Taxes:
Employer’s and Employee’s Share.—For
wages paid in 1994, the social security tax
rate is 6.2% and the Medicare tax rate is
1.45% for both the employer and the
employee. You can multiply each wage
payment by these percentages or use the
tables on pages 38 through 40. You can
use the amounts in the boxes in the lower
right corners of the tables on pages 39
and 40 if the wage payment is $100 or
more. For example, the social security tax
on a wage payment of $355 would be
$22.01 ($18.60 + $3.41) each. The
Medicare tax would be $5.15 ($4.35 +
$.80) each.

If you would rather pay the employee’s
share of the social security and Medicare
tax without deducting it from his or her
wages, you may do so. If you do not
deduct the tax, you must still pay it. Any
employee social security and Medicare tax
you pay is additional income to the
employee. (Include it in the employee’s
Form W-2, box 1, but do not count it for
social security and Medicare wages, boxes
3 and 5. Nor is it counted for Federal
unemployment tax purposes.)

9. Employer Identification
Number (EIN)

If you are required to report withheld

income tax or social security and Medicare
taxes, you must have an EIN—a nine-digit
number separated as follows: 00-0000000.

If you do not have an EIN, apply for one
on Form SS-4, Application for Employer
Identification Number, available at any IRS
or SSA office.

If you do not have a number by the time
a return is due, write “Applied for” and the
date you applied in the space shown for
the number. If you do not have a number
by the time a tax deposit is due, send your
payment to the Internal Revenue Service
Center where you file your returns. Make it
payable to the Internal Revenue Service
and show on it your name (as shown on
Form SS-4), address, kind of tax, period
covered, and date you applied for an EIN.

You should have only one EIN. If you
have more than one, notify the Internal
Revenue Service Center where you file
your return. State the numbers you have,
the name and address to which each
number was assigned, and the address of
your principal place of business. The IRS
will tell you which number to use.

For more information about EINs, get
Pub. 583, Taxpayers Starting a Business.

10. Employee’s Social
Security Number (SSN)

An employee’s SSN consists of nine digits
separated as follows: 000-00-0000.

You must obtain each employee’s name
and SSN because you must enter them on
Form W-2. The SSA keeps a lifetime

record of the amount of wages paid to
each employee, identified by the
employee’s name and SSN on Form W-2.
This is necessary to prevent mixups
between workers with the same or similar
names.

If you do not provide the correct name
and SSN on Form W-2, you may owe a
penalty. If your employee does not have a
number, record the employee’s full name
and address, and have the employee apply
for an SSN on Form SS-5, available at any
SSA office or call 1-800-772-1213. If your
employee has applied for an SSN but does
not have one when you file Form W-2,
enter “Applied for” on the form. When the
employee receives the SSN, file Form
W-2c, Statement of Corrected Income and
Tax Amounts, to show the employee’s
SSN.

When you hire an employee to whom
you expect to pay taxable wages during
the year for farmwork, record your
employee’s name and SSN exactly as they
appear on the employee’s social security
card. If your employee was given a new
social security card to show his or her
correct name and number after an
adjustment to his or her alien residence
status, correct your records and show the
new information on Form W-2. If you filed
Form W-2 for the same employee in prior
years under the old name and SSN, file
Form W-2c to correct the name and
number. Advise the employee to contact
the local SSA office about 6 months after
the Form W-2c is filed to ensure that his or
her records have been updated.

11. Payments of Taxes and
Deposit Requirements

Generally, you must make payments of
employer and employee social security tax,
Medicare tax, and withheld income tax
during the year by depositing the tax with
an authorized financial institution or a
Federal Reserve bank.

Note: If you employ both farm and nonfarm
workers, DO NOT combine the taxes
reportable on Form 941, Employer’s
Quarterly Federal Tax Return, and Form
943 to decide whether to make a deposit.
See Employers of Both Farm and
Nonfarm Workers at the end of this
section.

Deposit Rules

When To Deposit

There are two deposit schedules—monthly
or semiweekly—for determining when you
deposit Federal employment and
withholding taxes (other than FUTA taxes).
These rules apply to Federal income tax
withheld on wages, and social security and
Medicare taxes. Generally, these rules do
not apply to taxes required to be reported
on Form 942.

The IRS will notify you each November
whether you are a monthly or a
semiweekly depositor for the coming
calendar year. If you do not receive the
notification, you must determine your own
deposit schedule. You determine your

schedule as a monthly or semiweekly
depositor at the beginning of the calendar
year based on the total tax you reported
on your original Form 943 in the lookback
period (explained below).

Transition Rule for 1993.—You were
allowed to continue using the old deposit
rules during 1993 while you converted your
deposit system to the new rules, which
were effective January 1, 1993. Your
conversion to the new rules, however,
must be completed by January 1, 1994,

Lookback Period.—The lookback period is
the second calendar year preceding the
current calendar year. For example, the
lookback period for the calendar year 1994
is the calendar year 1992.

Adjustments to lookback period taxes.—
To determine your taxes for the lookback
period, use only the tax you reported on
the original return (Form 943). Do not
include adjustments made on a
supplemental return filed after the due date
of the return. However, if you make
adjustments on Form 943, the adjustments
are included in the total tax for the period
in which the adjustments are reported.

Example of adjustments.—Employer S
originally reported total taxes of $45,000
for the lookback period in 1992. S
discovered during February 1994 that the
tax during the lookback period was
understated by $10,000 and corrected this
error with an adjustment on the 1994 Form
943. The total taxes reported in the
lookback period is $45,000. The $10,000
adjustment is treated as part of the 1994
taxes.

Monthly Deposit Schedule Rule.—If the
total tax reported on Form 943 for the
lookback period is $50,000 or less, you are
a monthly depositor for the current year.
You must deposit employment taxes and
taxes withheld on payments made during a
calendar month by the 15th day of the
following month.

New employers.—During the first
calendar year of your business, your taxes
for the lookback period are considered to
be zero. Therefore, you are a monthly
depositor for the year in which you first
became an employer (but see the
$100,000 One-Day Deposit Rule
exception later).

Semiweekly Deposit Schedule Rule.—If
the total tax reported on Form 943 for the
lookback period is more than $50,000, you
are a semiweekly depositor for the current
year. If you are a semiweekly depositor,
you must deposit on Wednesday and/or
Friday depending on what day of the week
you make payments as shown below:

Payment Days/Deposit

Periods Deposit by

Wednesday, Thursday,

and/or Friday Following Wednesday

Saturday, Sunday,
Monday, and/or Tuesday
If a return period ends on a day other
than Tuesday or Friday, taxes accumulated
on the days in the return period just ending
are subject to one deposit obligation, and
taxes accumulated on the days in the next

.Following Friday
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return period are subject to a separate
deposit obligation. For example, if one
return period ends on Thursday and a new
return period begins on Friday, taxes
accumulated on Wednesday and Thursday
are subject to one deposit obligation and
taxes accumulated on Friday are subject to
a separate obligation. Separate Forms
8109, Federal Tax Deposit Coupons, are
required for each deposit because two
different return periods are affected. Be
sure to clearly mark the return period for
which the deposit is made on each Form
8109.

Example of Monthly and Semiweekly
Rules.—Employer A accumulated taxes on
Form 943 as follows:

Calendar year 1992 — $48,000
Calendar year 1993 — $60,000

Employer A is a monthly depositor for
1994 because its taxes for the lookback
period ($48,000 for calendar year 1992)
were not more than $50,000. However, for
1995, Employer A is a semiweekly
depositor because A’s total taxes for its
lookback period ($60,000 for calendar year
1993) exceeded $50,000.

Deposits on Banking Days Only.—If a
deposit is required to be made on a day
that is not a banking day, the deposit is
considered timely if it is made by the close
of the next banking day. For example, if a
deposit is required to be made on Friday,
but Friday is not a banking day, the
deposit is considered timely if it is made
by the following Monday.

Semiweekly depositors will always have
3 banking days to make a deposit. That is,
if any of the 3 weekdays after the end of a
semiweekly period is a banking holiday,
you will have one additional banking day to
deposit. For example, if a semiweekly
depositor accumulated taxes for payments
made on Friday and the following Monday
is not a banking day, the deposit normally
due on Wednesday may be made on
Thursday (allowing 3 banking days to make
the deposit).

Application of Monthly and Semiweekly
Rules.—The terms monthly depositor and
semiweekly depositor do not refer to how
often your business pays its employees, or
even how often you are required to make
deposits. The terms identify which set of
rules you must follow when a tax liability
arises (e.g., when you have a payday). The
deposit rules are based on the dates
wages are paid; not on when payroll
liabilities are accrued.

Monthly rule example. Employer A is a
seasonal employer who is a monthly
depositor. It pays wages each Friday.
During January it paid wages but did not
pay any wages during February. Employer
A must deposit the combined tax liabilities
for the four January paydays by February
15. Employer A does not have a deposit
requirement for February (i.e., due by
March 15) because no wages were paid in
February and, therefore, it did not have a
tax liability for February.

Semiweekly rule example. Employer B,
who is a semiweekly depositor, pays
wages on the last day of the month.
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Employer B will only deposit once a
month, but the deposit will be made under
the semiweekly deposit rule as follows.
Employer B’s tax liability for January 31,
1994 (Monday) payday must be deposited
by February 4, 1994 (Friday).

$100,000 One-Day Deposit Rule.—If you
accumulate taxes of $100,000 or more on
any day during a deposit period, you must
deposit it by the close of the next banking
day, whether you are a monthly or a
semiweekly depositor. For monthly
depositors, the deposit period is a calendar
month. For semiweekly depositors, the
deposit periods are Wednesday through
Friday and Saturday through Tuesday.

For purposes of the $100,000 rule, do
not continue accumulating taxes after the
end of a deposit period. For example, if a
semiweekly depositor has accumulated
taxes of $95,000 on Tuesday and $10,000
on Wednesday, the $100,000 one-day rule
does not apply because the $10,000 is
accumulated in the next deposit period.
Thus, $95,000 must be deposited on
Friday and $10,000 must be deposited on
the following Wednesday.

In addition, once you accumulate at
least $100,000 in a deposit period, stop
accumulating at the end of that day and
begin to accumulate anew on the next day.
For example, Employer C is a semiweekly
depositor. On Monday, C accumulates
taxes of $110,000 and must deposit on
Tuesday, the next banking day. On
Tuesday, C accumulates additional taxes
of $30,000. Because the $30,000 is not
added to the previous $110,000 and is less
than $100,000, C must deposit the
$30,000 on Friday using the normal
semiweekly deposit rule.

If you are a monthly depositor and you
accumulate $100,000 employment tax
liability on any day, you become a
semiweekly depositor on the next day and
remain so for the remainder of the calendar
year and for the following calendar year.

Example of $100,000 one-day deposit
rule.—Employer B started business on
February 1, 1994. Because B is a new
employer, the taxes for its lookback period
are considered to be zero; therefore, B is a
monthly depositor. On February 9, B paid
wages for the first time and accumulated
taxes of $60,000. On February 10, B paid
wages and accumulated taxes of $50,000,
for a total of $110,000. Because B
accumulated $110,000 on February 10, it
must deposit $110,000 by February 11, the
next banking day.

Accuracy of Deposits (98% Rule).—You
will satisfy your deposit obligation if you
deposit timely at least 98% of the required
deposit or all but $100 of the required
deposit. For this rule to apply, you must
deposit any shortfall as follows:

® Monthly Depositor—Deposit or pay the
shortfall with your return by the due date
of the Form 943 for the period in which the
shortfall occurred. You may pay the
shortfall with Form 943 even if the amount
exceeds $500.

® Semiweekly and $100,000 One-Day
Depositor—Deposit by the earlier of the
first Wednesday or Friday that comes on or

after the 15th of the month following the
month in which the shortfall occurred. For
example, if a semiweekly depositor has a
shortfall during January 1994, the shortfall
makeup date is February 16, 1994
(Wednesday).

You will not be subject to a penalty if
your shortfall was due to reasonable
cause.

$500 Exception.—If you accumulate less
than a $500 tax liability during a year, no
deposits are required. You may pay it with
your tax return for the year. However, if
you are unsure that you will accumulate
less than $500 for the year, deposit under
the appropriate rules so that you will not
be subject to failure to deposit penalties.

Depositing Taxes

Federal Tax Deposit (FTD) Coupon.—Use
Form 8109, Federal Tax Deposit Coupon,
to deposit employment taxes and all other
types of taxes that are deposited. Do not
use Form 8109 to pay delinquent or
additional taxes assessed by the IRS. Pay
these taxes directly to the IRS Service
Center and include a copy of any related
bills or notices the IRS sent you.

The IRS will send you an FTD coupon
book 5 to 6 weeks after you receive an
EIN. (Apply for an EIN on Form SS-4.) The
FTD coupons will be preprinted with your
name, address, and EIN. The IRS will keep
track of the number of FTD coupons you
use and automatically will send you
additional FTD coupons when you need
them. If you do not receive your resupply
of FTD coupons, contact your local IRS
office. You can have the FTD coupon
books sent to a branch office, tax
preparer, or service bureau that is making
your deposits by showing that address on
Form 8109C, FTD Address Change, which
is in the FTD coupon book. (Using Form
8109C will not change your address of
record; it will change only the address
where the FTD coupons are mailed.)

Include an FTD coupon with each
deposit. Clearly mark the correct TYPE OF
TAX and TAX PERIOD on the FTD coupon
since it is used to credit the deposit to
your tax account.

If you have branch offices depositing
taxes, give them FTD coupons and
complete instructions so they can deposit
the taxes when due.

Please use only your FTD coupons. If
you use anyone else’s FTD coupon, you
may be subject to the failure to deposit
penalty. This is because your account will
be underpaid by the amount of the deposit
credited to the other person’s account.
See Penalties below for details.

Making Deposits.—Mail or deliver the
completed FTD coupon, along with a
single payment, to a financial institution
qualified as a depositary for Federal taxes
or to the Federal Tax Department of the
Federal Reserve bank or branch (FRB) that
serves your area. Follow the instructions in
the FTD coupon book. Make your check or
money order payable to the depositary or
FRB where you deposit the taxes. To help
ensure proper crediting of your account,
include your EIN, the type of tax (e.g.,



Form 943), and the tax period to which the
payment applies on your check or money
order.

Depositing Without an EIN.—If you have
applied for an EIN but have not received
it, and you must make a deposit, make the
deposit with your Internal Revenue Service
Center. Do not make the deposit at an
authorized depositary or FRB. Make it
payable to the Internal Revenue Service
and show on it your name (as shown on
Form SS-4), address, kind of tax, period
covered, and date you applied for an EIN.
Attach an explanation to the deposit. Do
not use Form 8109-B in this situation.

Depositing Without Form 8109.—If you
do not have the preprinted Form 8109, you
may use Form 8109-B to make deposits.
Form 8109-B is an over-the-counter FTD
coupon that is not preprinted with your
identifying information. It is available at IRS
offices. Be sure to have your EIN ready
when you contact the office. The phone
number for your local IRS office is listed in
your telephone directory. You will not be
able to obtain this form by calling the
general 1-800-TAX-FORM number. Use
Form 8109-B to make deposits only if:

® You are a new entity and you already
have been assigned an EIN, but you have
not received your initial supply of Forms
8109; or

® You have not received your resupply of
preprinted Forms 8109.

Deposit Record.—For your records, a stub
is provided with each FTD coupon in the
coupon book. The FTD coupon itself will
not be returned. It is used to credit your
account. Your check, bank receipt, or
money order is your receipt.

How To Claim Credit for
Overpayments.—If you deposited more
than the right amount of taxes, on the tax
return you file, you can ask to have the
overpayment refunded or applied as a
credit to your next return. Do not ask the
depositary or the FRB to request a refund
from the IRS for you.

Deposits at Authorized Financial
Institutions.—Authorized depositaries
must accept cash, a postal money order
drawn to the order of the depositary, or a
check or draft drawn on and made payable
to the depositary. You can deposit taxes
with a check drawn on another depositary
only if the depositary is willing to accept
that form of payment.

Note: Deposits made at an unauthorized
financial institution may be subject to the
failure to deposit penalty.

Deposits at FRBs.—If you want to make a
deposit at an FRB, you must make that
deposit with the FRB serving your area.
Deposits may be subject to the failure to
deposit penalty if the payment is not
considered an immediate credit item on
the day it is received by the FRB. A
personal check, including one drawn on a
business account, is not an immediate
credit item. To avoid a penalty, deposits
made by personal checks drawn on other
financial institutions must be made in
advance of the deposit due date to allow
time for check clearance. To be considered

timely, the funds must be available to the
FRB on the deposit due date before the
FRB'’s daily cutoff deadline. Contact your
local FRB to obtain information concerning
check clearance and cutoff schedules.

Timeliness of Deposits.—The IRS
determines whether deposits are on time
by the date they are received by an
authorized depositary or FRB. However, a
deposit received by the authorized
depositary or FRB after the due date will
be considered timely if the taxpayer
establishes that it was mailed in the United
States at least 2 days before the due date.

Note: If you are required to deposit any
taxes more than once a month, any deposit
of $20,000 or more must be made by its
due date to be timely.

Penalties.—Penalties may apply if you do
not make required deposits on time, you
make deposits at an unauthorized financial
institution, you pay directly to the IRS, or
you pay with your return (amounts that
may be paid with a return are limited). The
penalties do not apply if any failure to
make a proper and timely deposit was due
to reasonable cause and not to willful
neglect. For amounts not properly or timely
deposited, the penalty rates are:

® 2% —deposits made 1 to 5 days late
® 5% —deposits made 6 to 15 days late

® 10%—deposits made 16 or more days
late. This also applies to amounts paid to
the IRS within 10 days of the date of the
first notice the IRS sent you asking for the
tax due

® 10%—deposits made at unauthorized
financial institutions or directly to the IRS
(but see Depositing Without an EIN
above)

® 15%—amounts still unpaid more than 10
days after the date of the first notice the
IRS sent you asking for the tax due or the
day on which you receive notice and
demand for immediate payment, whichever
is earlier.

Trust Fund Recovery Penalty.—If income,
social security, and Medicare taxes that
must be withheld are not withheld or are
not paid to the IRS, the Trust Fund
Recovery Penalty may apply. The penalty
is 100% of such unpaid taxes. This penalty
may apply to you if these unpaid taxes
cannot be immediately collected from the
employer or business.

The Trust Fund Recovery Penalty may
be imposed on all persons determined by
the IRS to be responsible for collecting,
accounting for, and paying over these
taxes, and who acted willfully in not doing
so.

A responsible person can be an officer
or employee of a corporation, a partner or
employee of a partnership, an accountant,
or an employee of a sole proprietorship. A
responsible person also may include one
who signs checks for the business or
otherwise has authority to cause the
spending of business funds.

Willfully means voluntarily, consciously,
and intentionally. A responsible person
acts willfully if the person knows the
required actions are not taking pl